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Summary

Refinancing Loans and Exchange Rate

Demna Kvaratskhelia, professor

Lari to US dollar exchange rate fall caused worsening
of socioeconomic situation of Georgian population. Citi-
zens with the debts in US dollars and incomes in lari found
themselves in the heaviest situation.

Apparently irregular and unpredictable change of lari
exchange rate, frequent alteration of exchange rate growths
and falls is significant problem as well, causing additional
difficulties to the entrepreneurs and investors, in contract-
ing, thus preventing production development.

Regarding the above circumstances, the causes of such
drastic fall of lari exchange rate is of particular interest
for the public. Various objective (conditioned by external
shocks) and subjective reasons (among them, particular at-
tention is paid to increase of refinancing loans’ quantities).
Hence, from the beginning of this year, the representatives
of government, academic circles, experts and journalists,
as well as certain representatives of public debate through
press, TV and social forums permanently discuss the issue
of possible correlation between growth of refinancing loans
and lari to dollar exchange rate fall.

On the basis of analysis provided in the article, we
argue that exchange rate could be regulated by means of
refinancing loans, moreover, this allows exchange rates’
manipulation. Though, one could not say unambiguously,
whether National Bank of Georgia implements the policy
of exchange rates manipulation. More information and
more transparency of National Bank’s activities is required
for this.

Keywords: National Bank, refinancing loans, exchange
rate, currency devaluation etc.
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